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CONDOMINIUM  DOCUMENTATION 
Statement  of  Proposed  Policies 
Introduction 

In  August,  1975,  the  U.S.  Department 
of  Housing  and  Urban  Development 
(HUD)  organized  a  Condominium  Task 
Force  composed  of  HUD,  Veterans  Ad¬ 
ministration  (VA) ,  Federal  National 
Mortgage  Association  (FNMA)  and  Fed¬ 
eral  Home  Loan  Mortgage  Corporation 
(FHLMC).  This  action  was  taken  as  a 
result  of  a  Congressionally-mandated 
study  of  condominiums  and  cooperatives 
which  HUD  completed  in  1975.  The  study 
had  identified  that  a  major  problem  con¬ 
fronting  consumers,  builders,  lenders  and 
others  was  a  lack  of  uniformity  in  legal 
and  underwriting  policies  for  condomi¬ 
nium  mortgages  insured,  guaranteed,  or 
purchased  by  the  four  Task  Force  mem¬ 
bers.  The  purpose  of  the  Task  Force  was 
to  maximize  agreement  on  condominium 
requirements  by  the  four  organizations. 
It  is  hoped  that  the  development  of  more 
uniform  policies  among  the  member  or¬ 
ganizations  will  facilitate  the  purchase, 
insurance  or  guarantee  of  condominium 
mortgages  for  those  desiring  to  utilize  the 
services  of  the  member  organizations, 
with  resulting  direct  or  indirect  benefits 
for  the  public. 

The  U.S.  Department  of  Housing  and 
Urban  Development,  in  its  capacity  as 
chair  of  the  Condominium  Task  Force, 
publishes  for  public  comment  the  Task 
Force’s  first  major  document:  “State¬ 
ment  of  Proposed  Policies  Relating  to 
Condominium  Documentation”. 

The  members  of  the  Task  Force  intend, 
through  publication  of  these  proposed 
policies,  to  reach  the  broadest  possible 
spectrum  of  the  public,  and  strongly  en¬ 
courage  comment  by  all  interested 
parties. 

Task  Force  Approach 

The  Task  Force  is  organized  into  two 
standing  committees.  The  first,  the  Legal 
Committee,  deals  with  matters  of  legal 
significance  pertaining  to  insuring,  guar¬ 
anteeing,  or  purchasing  mortgages  on 
condominium  units.  Most  of  the  matters 
addressed  in  Uiis  initial  statement  relate 
to  provisions  usually  contained  in  the 
condominium  Decraration  or  equivalent 
recorded  instrument.  It  is  planned  that 
the  Legal  Committee  next  consider  is¬ 
sues  arising  from  the  application  of  the 
present  requirements  of  the  member  or¬ 
ganizations  to  resales  of  existing  units. 

The  second  committee,  the  Risk  Deter¬ 
mination  Committee,  is  charged  with 
seeking  maximum  agreement  amcmg  the 
four  members  on  such  risk  determina¬ 
tion  issues  as  appraisal  requirraients, 
architectural  considerations  and  mort¬ 
gage  credit  conditions. 

It  is  contemplated  that  each  commit¬ 
tee  will  follow  the  same  general  process 
of  issue  analysis  and  development  of  pro¬ 
posed  policies  and  that  on  the  basis  of 
preliminary  agreements  reached  among 
the  members,  public  comment  will  be 
sought.  Following  receipt  of  the  com¬ 
ments  the  member  organizations  will  re- 
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consider  the  proposed  policies  and  make 
such  changes  in  their  programs  as  they 
believe  advisable.  For  example,  if  the 
comments  do  not  suggest  any  sound  rea¬ 
sons  for  not  doing  so,  HUD  intends  to 
discontinue  requiring  use  of  its  model 
forms  for  condominium  organization.  It 
is  contemplated  that  this  process  will  be 
an  on-going  mode  of  operation  for  the 
Task  Force. 

The  applicable  regulations  and  related 
publications  of  the  Department  of  Hous¬ 
ing  and  Urban  Development  and  the  Vet¬ 
erans  Administration  and  the  basic  con¬ 
tracts  and  guides  of  the  Federal  National 
Mortgage  Association  and  the  Federal 
Home  Loan  Mortgage  Corporation  should 
be  consulted  for  a  complete  statement  of 
the  respective  policies  of  the  Task  Force 
member  organizations  governing  their 
approval  of  condominiums  or  unit  mort¬ 
gages. 

Statement  of  Proposed  Policies  for 
Condominium  Documentation 

The  Task  Force  considered  those  ele¬ 
ments  which  should  be  Included  in  the 
basic  condominium  instruments,  primar¬ 
ily  the  Declaration,  in  order  for  those  in¬ 
struments  to  be  acceptable  to  the  partici¬ 
pants. 

The  Statement  of  Proposed  Policies 
represents  the  current  consensus  by  the 
four  member  organizations  as  to  many 
provisions  of  legal  significance  relating  to 
condominium  documentation;  however, 
these  provisions  do  not  necessarily  rep¬ 
resent  existing  policies  of  the  organiza¬ 
tions. 

This  document  is  not  a  complete  list  of 
legal  dociunentation  policies  for  condo¬ 
miniums.  Each  member  organization  is 
willing  to  accept  the  proposed  policies  as 
maximum  requirements  for  proposed 
condominiums  or  partially  sold  or  com¬ 
pleted  condominiums  where  the  docu¬ 
ments  are  capable  of  being  amended, 
leaving  to  each  organization  the  right  to 
accept  a  provision  less  stringent  for  both 
proposed  or  existing  imits.  A  condomin¬ 
ium  document  that  contains  less  string¬ 
ent  requirements,  though,  while  accept¬ 
able  to  one  organization,  may  not  be  ac¬ 
ceptable  to  others.  In  addition  to  the  pro¬ 
posed  policies,  each  organization  has 
companion  policies  in  complementary 
areas. 

The  members  also  recognize  that  State 
laws  differ  as  to  the  way  they  treat  cer¬ 
tain  provisions  and  as  to  which  docu¬ 
ments  must  contain  specific  provisions. 
Therefore,  the  members  agree  that  treat¬ 
ment  of  the  provisions  found  in  the 
Statement  of  Proposed  Policies  is  subject 
to  the  law  of  the  jurisdiction  wi^in 
which  the  condominium  is  located.  The 
Task  Force  has  kept  in  mind  advances  in 
State  legislation  and  the  development  of 
a  proposed  Uniform  Condominium  Act 
by  the  National  Conference  of  Commis¬ 
sioners  on  Uniform  State  Laws.  The  Task 
Force  is  also  concerned  with  the  issue  of 
adequate  disclosure  of  Information  to  in¬ 
terested  parties. 

Comments  are  Invited  on  any  topic  in 
the  Statement  of  Prc^iosed  Policies  or 
any  other  topic  which  falls  within  the 
Ju^diction  of  the  Task  Force.  Suitable 
justification  should  be  included. 

Comment  is  particularly  invited  (m 
the  subject  of  condemnation  and  staged, 
phased,  or  expandable  develi^ments. 


Comments  on  insurance  requirements  for 
condominiiuns  from  the  perspective  of 
the  mortgage  holder,  unit  owner,  and 
owners  association  are  also  invited. 

Comments  are  also  invited  on  what,  if 
any,  additional  provisions  should  be  con¬ 
tained  in  the  basic  organizational  docu¬ 
mentation  for  condominiums. 

Comments  received  prior  to  April  1, 
1977,  will  be  considered  by  the  Task 
Force  members  as  they  re-evaluate  the 
proposed  statement.  Comments  are  to  be 
sent  to  the  Rules  Docket  Clerk,  Depart¬ 
ment  of  Housing  arid  Urban  Develop¬ 
ment,  Room  10141,  Washington,  D.C. 
20410.  Comments  received  will  be  dis¬ 
tributed  by  HUD  to  all  members  of  the 
Task  Force. 

Statement  or  Proposed  Policies  Relating 
TO  Condominium  Documentation 

1.  Types  of  condomlnluins. 

2.  Estate  of  unit  owner. 

3.  Condominium  documentation; 

(a)  Compliance  with  local  law;  (b)  Rec¬ 
ordation;  (c)  AvaUablllty. 

4.  Property  description. 

5.  Declarant’s  rights  and  restrictions: 

(a)  Acts  and  reserved  rights  which  are 
usually  unacceptable;  (b)  Reserved  rights 
which  are  usually  acceptable. 

6.  Transfer  of  control  for  single  phased 
condominium  regimes. 

7.  Owners  association’s  rights  and  restric¬ 
tions: 

(a)  Right  of  entry  upon  units  and  com¬ 
mon  elements;  (b)  Assessments; 

(1)  Levy  and  collection;  (11)  Reserves  and 
working  capital;  (111)  Priority  of  lien. 

8.  Unit  owners’  rights  and  restrictions: 

(a)  Obligation  to  pay  expenses;  (b)  Ingress 

and  ^ress  of  unit  owners;  (c)  Easements  tar 
encroachments — units  and  oMnmon  ele¬ 
ments;  (d)  Right  of  first  refusal;  (e)  Leas¬ 
ing  restrictions. 

9.  First  lien  holders’  rights : 

(a)  Notices  of  fK:tlon;  (b)  Inspection  of 
association  books  and  records. 

10.  Amendment  to  documents. 

11.  Condemnation. 

12.  Rights  of  action. 

13.  Staged,  phased  expandable  develc^- 
ments. 

1.  TYPES  OF  CONDOMINIUMS 

The  following  types  of  basic  ownership 
arrangements  are  generally  acceptable 
provided  they  are  estaUish^  In  compli¬ 
ance  with  the  condominium  enabling 
statute  of  the  applicable  jurisdiction: 

(a)  Ownership  of  units  by  individ¬ 
ual  owners  coupled  with  an  imdivided 
interest  in  all  common  elements. 

(b)  Ownership  of  units  by  individual 
owners  coupled  with  an  undivided  inter¬ 
est  in  general  common  elements  and 
specified  limited  common  elements. 

The  agencies  and  corporations  will 
consider  for  approval,  on  an  Individual 
case  bctsis.  an  arrangement  invxdving 
ownership  of  units  by  individual  owners 
coupled  with  an  imdivided  interest  in  the 
general  ccmunon  elements  and/or  limited 
common  elements,  with  title  to  addi¬ 
tional  property  for  common  use  vested 
in  an  association  of  unit  owners,  where 
such  a  configuraticm  of  ownership  is  not 
precluded  by  the  api^cable  condominium 
enabling  statute.  As  to  this  type  of  own¬ 
ership  arrangraient.  in  addition  to  com¬ 
pliance  with  the  requirem^ts  of  the  or¬ 
ganizations’  respective  condcxninium 
programs  there  must  be  compliance  with 
the  applicable  requirements  of  the  orga- 
nizatimis’  respective  planned  unit  devd- 
opment  (PUD)  programs.  ' 
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The  above  description  of  types  of  own¬ 
ership  arrangements  are  not  intended  to 
exclude  other  variations.  Other  forms  of 
ovTiership  may  be  acceptable,  on  an  in¬ 
dividual  case  basis,  to  any  or  all  of  the 
agencies  and  corporations. 

ESTATE  OF  UNIT  OWNER 

The  legal  estate  of  each  unit  owner 
must  generally  be  held  in  fee  simple  or 
acceptable  leasehold  estate.  The  accepta¬ 
bility  of  leasehold  estates  varies  among 
the  member  organizations. 

3.  CONDOMINIUM  DOCUMENTATION 

(a)  Compliance  with  local  law.  The 
declaration,  by-laws  and  other  regime 
enabling  documentation  shall  conform  to 
the  condominium  enabling  statutes  gov¬ 
erning  the  establishment  and  mainte¬ 
nance  of  condominium  regimes  within 
the  jurisdiction  in  which  the  condomin¬ 
ium  is  located,  and  to  all  other  laws 
which  apply  to  each  condominium. 

(b)  Recordation.  The  declaration  and 
all  amendments  or  modifications  thereof 
shall  be  placed  of  record  in  the  manner 
prescribed  by  the  appropriate  jurisdic¬ 
tion.  If  recording  of  plats,  plans,  by-laws 
or  equivalent  documents  and  all  amend¬ 
ments  or  modifications  thereof  is  the 
prevailing  practice  or  is  required  by  law 
within  the  jurisdiction  where  the  proj¬ 
ect  is  located,  then  such  documents  shall 
be  placed  of  record.  If  the  by-laws  are 
not  recorded,  then  covenants,  restrictions 
and  other  matters  requiring  record  no¬ 
tice  should  be  contained  in  the  Declara¬ 
tion  or  equivalent  document. 

(c)  Availability.  During  normal  busi¬ 
ness.  hours  or  under  other  reasonable 
circumstance,  the  owners  association 
shall  have  available  for  inspection  by 
owners,  lenders  and  prospective  purchas¬ 
ers,  current  copie  of  the  declaration, 
by-laws  and  other  rule  govering  the 
operation  of  the  condominium  regime. 

4.  PROPERTY  DESCRIPTION 

The  decription  of  the  units,  the  com¬ 
mon  elements,  any  recreational  facilities 
and  other  amenitie  appurtenant  to  the 
condominium,  and  any  limited  common 
elements  shall  be  clear  and  unambiguous 
and  in  conformity  with  the  law  of  the 
jurisdiction  where  the  project  is  located. 

There  must  be  no  ambiguity  concern¬ 
ing  responsibility  for  maintenance  and 
repair  of  any  portion  of  the  condomin¬ 
ium. 

5.  declarant’s  rights  and  restrictions 

Any  rights  reserved  by  the  declarant 
shall  be  reasonable  and  consistent  with 
the  overall  plan. 

(a)  Acts  and  reserved  rights  which  are 
usually  unacceptable.  The  following  ac¬ 
tions  on  the  part  of  the  declarant,  the 
developer,  an  affiliate  of  the  declarant, 
the  sponsor  of  a  project,  or  any  other 
I>arty,  (collectively  referred  to  as  “de¬ 
clarant”)  usually  would  be  unacceptable: 

(1)  Reserving  the  right  to  include  in 
the  condominium  adjoining  land  with¬ 
out  adequate  restrictions  assuring  that 
its  futdre  improvement  w'ill  be  of  com¬ 
patible  style,  quality,  size  and  cost. 

(2)  Retaining  rights,  without  adequate 
restrictions,  to  change  the  style,  floor 
plan,  size  and  quality  of  future  buildings 
to  be  constructed  as  part  of  the  condo¬ 
minium  projects. 

(3)  Binding  the  owners  association  to 


any  contract  or  lease  which  is  not  bona 
fide  or  which  is  not  commercially  reason¬ 
able  to  the  unit  owners  at  the  time  en¬ 
tered  into  under  the  circumstances  then 
prevailing. 

(4)  Binding  the  owners  association  to 
any  of  the  following  agreements  unless 
the  owners  association  shall  have  a  right 
of  termination  thereof  which  is  exercisa¬ 
ble  at  any  time  without  penalty  upon 
not  more  than  90  days’  notice  to  the  otoer 
party  thereto; 

(a)  Any  management  contract,  em¬ 
ployment  contract  or  lease  of  recrea¬ 
tional  or  parking  areas  or  facilities; 

(b)  Any  contract  or  lease,  including 
franchises  and  licenses,  to  which  a  de¬ 
clarant  is  a  party. 

As  used  in  the  foregoing,  “affiliate  of 
a  declarant”  shall  mean  any  person  who 
controls,  is  controlled  by,  or  is  under 
common  control  with,  a  declarant.  A 
person  shall  be  deemed  to  control  a  de¬ 
clarant  if  that  person  is  a  partner,  officer, 
director,  or  employee  of  the  declarant  or 
if  that  person  directly  or  indirectly  or 
acting  in  concert  with  one  or  inore  per¬ 
sons,  or  through  one  or  more  subsidiaries, 
owns,  controls,  or  holds  with  power  to 
vote,  or  holds  proxies  representing,  more 
than  25  percent  of  the  voting  shares  of 
the  declarant,  or  controls  in  any  manner 
the  election  of  a  majority  of  the  direc¬ 
tors  of  the  declarant.  A  person  shall  be 
deemed  to  be  controlled  by  a  declarant  if 
that  declarant  is  a  partner,  officer,  di¬ 
rector.  or  employee  of  the  person  or  if 
that  declarant  directly  or  indirectly  or 
acting  in  concert  with  one  or  more  per¬ 
sons  or  through  one  or  more  subsidiaries, 
owns,  controls,  or  holds  with  power  to 
vote,  or  holds  proxies  representing,  more 
than  25  percent  of  the  voting  shares  of 
that  person,  or  controls  in  any  manner 
the  election  of  a  majority  of  the  directors 
of  that  person. 

(b)  Reserved  rights  which  are  usually 
acceptable.  'The  following  rights  in  the 
common  elements  may  usually  be  re¬ 
served  by  the  declarant  for  a  reasonable 
period  of  time: 

(1)  Easement  over  and  upon  the  com¬ 
mon  elements  and  upon  lands  appur¬ 
tenant  to  the  condominium  for  the  pur¬ 
pose  of  completing  improvements  for 
which  provision  is  made  in  the  declara¬ 
tion,  but  only  if  access  thereto  is  other¬ 
wise  not  reasonably  available. 

(2)  Elasement  over  and  upon  the  com¬ 
mon  elements  for  the  purpose  of  making 
repairs  required  pursuant  to  the  decla¬ 
ration  or  contracts  of  sale  made  with 
unit  purchasers. 

(3)  Right  to  maintain  in  the  common 
area  sales  and  management  oflBces, 
model  units,  and  advertising  signs  during 
the  sales  period  of  the  condominium 
project,  such  items  to  be  identified  in  the 
declaration. 

6.  TRANSFER  OF  CONTROL  FOR  SINGLE 
PHASED  CONDOMINIUM  REGIMES 

Ctontrol  of  the  owners  association  shall 
pass  to  the  purchasers  of  units  within 
the  project  not  later  than  the  earlier  of 
the  following:  (a)  120  days  after  the 
earliest  date  on  which  the  aggregate  vot¬ 
ing  strength  of  all  purchasers  of  units  to 
whom  title  thereto  has  been  conveyed 
shall  comprise  at  least  75  percent  of  the 
total  voting  strength  of  Uie  project,  or 
(b)  the  last  date  of  a  specified  period  of 


time  following  the  first  conveyance  of 
title  to  a  unit  within  the  project,  such 
period  of  time  to  be  a  reasonable  period 
for  the  particular  project  and  to  be  sub¬ 
ject  to  approval  in  each  instance  by  the 
agency  or  corporation  concerned.  The 
maximum  permissible  length  of  the  pe¬ 
riod  of  time  referred  to  in  (b)  above 
usually  will  be  from  three  to  five  years. 
Declarants  should  provide  for  and  foster 
early  participation  of  unit  owners  in  the 
management  of  the  project.  The  fore¬ 
going  requirements  apply  only  to  trans¬ 
fers  of  control  in  single-phased  condo¬ 
minium  regimes. 

7.  OWNERS  ASSOCIATION’S  RIGHTS  AND 
RESTRICTIONS 

(a)  Right  of  entry  upon  units  and 
common  elements.  The  owners  associa¬ 
tion  shall  be  granted  a  right  of  entry 
upon  the  unit  premises  and  any  limited 
common  elements  to  effect  emergency 
repairs  and  a  reasonable  right  of  entry 
thereupon  to  effect  other  repairs,  im¬ 
provements.  or  replacements,  or  main¬ 
tenance  deemed  necessary. 

(b)  Assessments,  (i)  Levy  and  collec¬ 
tion.  The  declaration  or  its  equivalent 
shall  describe  the  authority  of  the 
owners  association  to  levy  and  enforce 
the  collection  of  general  and  special  as¬ 
sessments  for  common  expenses  and 
shall  describe  adequate  remedies  for 
failure  to  pay  such  common  expenses 
Allocation  of  common  expenses  shall  uc 
made  on  an  equitable  basis.  The  com¬ 
mon  expenses  assessed  against  any  unit, 
with  interest,  costs  and  reasonable  at¬ 
torney’s  fees  shall  be  a  continuing  lien 
upon  such  unit  until  fully  paid.  Each 
such  assessment,  together  with  interest, 
costs,  and  reasonable  attorney's  fees, 
shall  also  be  the  personal  obligation  of  . 
the  person  who  was  the  owner  of  such 
unit  at  the  time  the  assessment  fell  due. 
The  personal  obligation  for  delinquent 
assessments  shall  not  pass  to  successors 
in  title  or  interest  unless  assumed  by 
them. 

Common  expenses  as  used  in  this 
Statement  of  Policies  shall  mean  expen¬ 
ditures  made  or  liabilities  incurred  by  or 
on  behalf  of  the  owners  association, 
together  with  any  assessments  for  the 
creation  and  maintenance  of  reserv-es. 

(ii)  Reserves  and  u'orking  capital. 
There  shall  be  established  an  adequate 
reserve  fund  for  the  periodic  mainte¬ 
nance,  repair  and  replacement  of  the 
common  elements,  which  fund  shall  be 
maintained  out  of  regular  assessments 
for  common  exF>enses.  Additionally,  a 
working  capital  fund  must  be  estab¬ 
lished  for  the  initial  months  of  the  proj¬ 
ect  operations  equal  to  at  least  a  two 
months’  estimated  common  area  charge 
for  each  unit. 

(iii)  Priority  of  lien.  To  the  extent 
permitted  by  applicable  law,  the  declara¬ 
tion  shall  provide  for  the  subordination 
of  any  lien  of  the  owners  association  for 
common  expense  charges  and  assess¬ 
ments  to  any  first  mortgage  on  any  unit 
recorded  prior  to  the  date  on  which  such 
lien  of  the  association  arises.  Such  a 
lien  for  common  expense  charges  and 
assessments  shall  not  be  affected  by  any 
sale  or  transfer  of  a  unit  except  that  a 
sale  or  transfer  pursuant  to  a  foreclo¬ 
sure  shall  extinguish  a  subordinate  lien 
for  common  expense  charges  and  assess- 
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ments  which  became  payable  prior  to 
such  sale  or  transfer.  Any  such  sale  or 
transfer  pursuant  to  a  foreclosure  shall 
not  relieve  the  purchaser  or  transferee 
of  a  unit  from  liability  for,  nor  the  unit 
so  sold  or  transferred  from  the  lien  of, 
any  common  expense  charges  thereafter 
becoming  due. 

8.  UNIT  owners’  rights  AND  RESTRICTIONS 

(a)  Obligation  to  pay  expenses.  The 
declaration  or  equivalent  document  shall 
establish  a  duty  on  each  unit  owner  to 
pay  a  pro  rata  share  of  common  ex¬ 
penses  upon  being  assessed  therefor  by 
the  owners  association.  Such  a  pro  rata 
share  shall  be  clearly  described  and  rea¬ 
sonably  related  to  the  percentage  of 
ownership,  or  value  m  relation  to  the 
overall  condominium  project,  attributa¬ 
ble  to  the  unit  owmed. 

(b)  Ingress  and  egress  of  unit  owners. 
There  may  not  be  any  restriction  upon 
any  imit  owner’s  right  of  ingress  and 
egress  to  his  or  her  unit.  It  is  recom¬ 
mended  that  the  declaration  affirma¬ 
tively  provide  for  the  right  of  ingress  to 
and  egress  from  such  unit,  with  such 
light  being  perpetual  and  appurtenant 
to  the  unit  ownership. 

Appropriate  cross-easements  over 
common  elements  for  unit  owners  shall 
be  clearly  set  forth  in  the  declaration. 

(c)  Easements  for  encroachments — 
units  and  common  elements.  In  the  event 
any  portion  of  the  common  elements  en¬ 
croaches  upon  any  unit  or  any  unit  en¬ 
croaches  upon  the  common  elements  or 
another  imit  as  a  result  of  the  construc¬ 
tion,  reconstruction,  repair,  shifting,  set¬ 
tlement  or  movement  of  any  portion  of 
the  improvements,  a  valid  easement  for 
the  encroachment  and  for  the  mainte¬ 
nance  of  the  same  shall  exist  so  long  as 
the  encroachment  exists.  The  declaration 
may  provide,  however,  reasonable  limits 
on  the  extent  of  any  easement  created 
by  the  overlap  of  units,  common  ele¬ 
ments,  and  limited  common  elements  re¬ 
sulting  from  such  encroachments. 

fd)  Right  of  first  refusal.  The  right  of 
a  unit  owner  to  sell,  transfer,  or  other¬ 
wise  convey  his  or  her  unit  in  a  condo¬ 
minium  shall  not  be  subject  to  any  right 
of  first  refusal  or  similar  restriction.  It 
is  recommended  that  the  declaration  af¬ 
firmatively  provide  that  a  unit  owner 
may  transfer  his  or  her  unit  free  of  any 
such  restriction. 

(e)  Leasing  restrictions,  (i)  All  of  th'e 
agencies  and  corporations  agree  that 
unit  owners  should  be  prohibited  from 
leasing  their  units  for  less  than  30  days, 
that  all  leases  be  in  writing  and  subject 
to  the  declaration  and  by-laws, 

fii)  F’NMA,  HUD  and  VA  agree  that 
imit  owners  should  be  prohibited  from 
leasing  their  units  for  less  than  30  days, 
but  that  no  prohibition  related  to  the 
term  of  a  lease  shall  apply  to  a  lease 
having  a  term  exceeding  six  months.  The 
restrictions  in  this  paragraph  are  not 
required  by  FHLMC;  however,  FHLMC 
would  not  object  to  such  restrictions. 

(hi)  FHLMC  deals  with  items  (i)  and 
(ii)  above  by  restricting  use  of  units  in 
condominium  regimes  through  a  require¬ 
ment  that  at  least  80  percent  of  all  units 
within  the  regime  must  be  sold  to  or  oc¬ 


cupied  by  unit  owners  as  their  primary, 
year-round  residence. 

9.  FIRST  LIEN  HOLDERS’  RIGHTS 

(a)  Notices  of  action.  A  holder  or 
insurer  of  a  first  mortgage,  upon  written 
request  to  the  owners  association,  (such 
request  to  state  the  name  and  address 
of  such  holder  or  insurer  and  the  unit 
number) ,  will  be  entitled  to  timely  writ¬ 
ten  notice  of : 

1.  Any  proposed  amendment  of  the 
condominium  instruments  effecting  a 
change  in  (1)  the  boundaries  of  any 
unit,  (2)  the  undivided  interest  in  the 
common  elements  appertaining  to  any 
unit  or  the  liability  for  common  expenses 
appertaining  thereto,  (3)  the  number  of 
votes  in  the  owners  association  apper¬ 
taining  to  any  unit  or  (4)  the  purposes 
to  which  any  unit  or  the  common  ele¬ 
ments  are  restricted; 

2.  Any  proposed  termination  of  the 
condominium  regime; 

3.  Any  condemnation  or  eminent  do¬ 
main  proceeding  affecting  the  condo¬ 
minium  regime  or  any  portion  thereof; 

4.  Any  significant  damage  or  destruc¬ 
tion  to  the  cwnmon  elements;  and 

5.  Any  default  under  the  declaration 
or  by-laws  which  gives  rise  to  a  cause  of 
action  against  the  owner  of  a  imit  sub¬ 
ject  to  the  mortgage  of  such  holder  or 
insurer,  where  the  defalut  has  not  been 
cured  in  60  days. 

(b)  Inspection  of  association  books 
and  records.  The  declaration  shall  pro¬ 
vide  that  the  holder  and  insurer  of  the 
first  mortgage  on  a  unit  shall  be  enti¬ 
tled,  upon  request,  to:  (a)  inspect  the 
books  and  records  of  the  owners  associa¬ 
tion  during  normal  business  hours  and 
(b)  require  the  preparation  of  and,  if 
preparation  is  required,  receive  an  an¬ 
nual  audited  financial  statement  of  the 
owners  association  for  the  immediately 
preceding  fiscal  year,  except  that  such 
statement  need  not  be  furnished  earlier 
than  90  days  following  the  end  of  such 
fiscal  year.  The  declaration  shall  also 
provide  that  all  unit  owners  have  rea¬ 
sonable  access  to  inspect  the  books,  rec¬ 
ords  and  financial  statements  of  the 
owners  association,  including  annual 
audited  financial  statements  when  such 
are  prepared. 

10.  AMENDMENT  TO  DOCUMENTS 

(a)  The  consent  of  all  unit  owners 
shall  be  required  for  any  amendment  of 
condominium  instruments  effecting  a 
change  in  (1 )  the  boundaries  of  any  unit, 
(2)  the  undivided  interest  in  the  com¬ 
mon  elements  appertaining  to  the  unit 
or  the  liability  for  common  expenses  ap¬ 
pertaining  thereto,  (3)  the  number  of 
votes  in  the  owners  association  apper¬ 
taining  to  the  unit,  or  (4)  the  funda¬ 
mental  purposes  to  which  any  unit  or 
the  common  elements  are  restricted. 

(b)  The  consent  of  owners  of  units  to 
which  at  least  80  percent  of  the  votes  of 
the  owners  association  appertain  and  the 
approval  of  the  eligible  holders  of  first 
mortgages  on  units  to  which  at  least  75 
percent  of  the  votes  of  units  subject  to 
a  mortgage  appertain  shall  be  required 
to  terminate  the  condominium  regime. 

(c)  Except  as  provided  in  (a)  and  (b) 
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above,  the  agreement  of  owners  of  units 
to  which  at  least  65  percent  of  the  votes 
of  the  owners  association  appertain  and 
the  approval  of  the  eligible  holders  of 
the  first  mortgages  on  units  to  which  at 
least  51  percent  of  the  votes  of  units 
subject  to  a  mortgage  appertain  shall  be 
required  to  amend  the  condominium 
declaration  or  its  equivalent;  provided, 
however,  that  (except  as  provided  in  (a) 
and  (b)  above)  the  instruments  may 
otherwise  be  amended  pursuant  to  spe¬ 
cific  criteria  which  are  subject  to  the 
approval  of  the  agencies  and  corpora¬ 
tions  concerned,  in  order  to  effectuate 
a  satisfactory  plan  of  expansion  or 
phased  development  as  expressly  set 
forth  in  the  declaration,  or  where  the 
amendment,  by  reason  of  its  subject 
matter,  would  not  reasonably  require 
agreement  or  approval  by  owners  and 
first  mortgage  holders  in  the  percent¬ 
ages  provided  above.  In  instances  where 
the  condominium  mstruments  are  per¬ 
mitted  to  be  amended  with  less  than  the 
above-stated  percentage  of  votes  or  ap¬ 
provals,  the  subject  matter  and  manner 
of  effecting  such  amendment,  including 
the  percentage  of  votes  or  approvals  re¬ 
quired,  together  with  any  other  perti¬ 
nent  criteria,  must  be  clearly  and  ex¬ 
pressly  stated  in  the  declaration. 

(d)  For  first  mortgagees  to  be  eligible 
holders  under  paragraphs  (b)  and  (c) 
above,  they  must  request  notice  in  ac¬ 
cordance  with  the  provisions  of  Section 
9(a). 

(e)  HUD  and  VA  will  accept,  but  do 
not  require,  the  provisions  of  paragraphs 
(b)  and  (c)  relating  to  mortgagee 
approval. 

11.  CONDEMNATION 

The  declaration  should  contain  ade¬ 
quate  provisions  for  fair  and  equitable 
disposition  or  distribution  of  condemna¬ 
tion  proceeds,  reallocation  of  interests 
and  restoration  and  repair  of  the  regime 
and  units  therein. 

12.  RIGHTS  OF  ACTION 

The  owners  association  and  any  ag¬ 
grieved  unit  owner  shall  be  granted  a 
right  of  action  against  unit  owners  for 
failure  to  comply  with  the  provisions  of 
the  declaration,  by-laws,  or  equivalent 
documents,  or  with  decisions  of  the  own¬ 
ers  association  which  are  made  pursuant 
to  authority  granted  the  owners  associa¬ 
tion  in  such  documents.  Unit  owners  shall 
have  similar  rights  of  action  against  the 
owners  association. 

13.  STAGED,  PHASED,  OF  EXPANDABLE 
DEVELOPMENTS 

The  condominum  documents  shall  dis¬ 
close  in  clear  and  precise  terms  the  pro¬ 
posed  improvements  and  alternatives 
thereto,  a  time  period  for  undertaking 
these  improvements  and  the  method  and 
timing  of  transfer  of  control.  (See  also 
Sections  5  and  6.) 

Issued  at  Washington,  D.C.,  Janu¬ 
ary  18, 1977. 

Constance  B.  Newman, 
Assistant  Secretary  for  Con¬ 
sumer  Affairs  and  Regulatory 
Functions. 
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